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President’s Commission on Housing Releases Interim Report 


The President’s Commission on Housing has released its interim report to provide an overview of the 
Nation’s housing, establish the basic principles to guide future housing policy, and to make specific 
recommendations for the reform of federally subsidized programs. The Commission was established 
on June 16, 1981, by Executive Order 12310 to advise the President and the Secretary of Housing and 
Urban Development ‘‘with respect to options for the development of a national housing policy 
consistent with the President’s Economic Recovery Program and the role and objectives of the 
Government in future housing availability.’’ 


The 53-page interim report, consisting of four chapters, is the end result of four months of *‘intensive 
and dedicated volunteer effort’’ by citizen members of the Commission. Chapter | sets forth an 
assessment of current housing problems, a statement of principles and a policy framework, and the 
Commission’s recommendations to date. Chapter 2 presents data to depict the problems of availability , 
adequacy, and affordability in housing for renters and homeowners. Chapter 3 provides the rationale for 
recommending consumer housing assistance grants as a basic reform of federally subsidized housing, 
and Chapter 4 expands on the Commission’s recommendations for improving the availability of 
adequate housing. 


The Commission said that its interim report addresses only a fraction of the complex issues it confronts. 
**This limited focus,’’ it said, ‘“does not imply any judgement about the relative importance or priority 
among these issues. It simply reflects the immediacy of addressing the federally subsidized housing 
programs, so that our recommendations can be weighed as part of the fiscal year 1983 budget now being 
formulated.’’ 


Statement of Principles 


After a careful review of problems related to housing and the economy, analyzing how the problems 
developed, and observing the effects of past Government endeavors to resolve them, the Commission 
adopted a set of principles to serve as a guide in meeting the problems in the future. The Commission 
said the principles apply ‘‘with special relevance to the housing issues confronting the country.’’ It said 
that the Nation, in order to successfully address the problems, must: 


@ achieve fiscal responsibility and monetary stability in the economy; 


® encourage free and deregulated markets; 


@ rely on the private sector; 


© promote an enlightened federalism with minimal Government intervention; 








@ recognize a continuing role of Government to address the housing shelter needs of the poor; 
© direct programs toward people, rather than toward structures: and 
@ allow maximum freedom of housing choice. 


The Commission identified three distinct but related areas of concern in considering the present housing 
situation: housing availability, adequacy, and affordability and used those areas to provide a policy 
framework for the analysis and shaping of issues. Moreover, it identified housing market 
discrimination as an important issue embracing all three areas and concluded that: ‘Reliance on the 
private market as the fundamental mechanism for resolving housing problems can be fully effective 
only in an open, freely functioning market system. Therefore, the Government should continue its 
efforts to eliminate discriminatory practices that create artificial barriers and inhibit freedom of choice 
in housing.”’ 


Noting that problems of the overall economy have affected the production and financing of housing, the 
Commission said that the housing sector has been ‘‘a particular victim of the inflation over the past 15 
or more years.”’ The well-known cyclical nature of residential construction results from the sensitivity 
of housing prices to the level and fluctuations of interest rates and the sensitivity of private new 
construction to housing price changes. To deal with this problem, the Commission said, it will be 
necessary to bring down the rate of inflation through long-term and consistent monetary and fiscal 
restraint which will reduce mortgage and other interest rates. 


In terms of housing availability, the interm report concludes that: ‘*Instead of pursuing ineffective 
housing credit and production programs, the Government should seek to provide resources for housing 
through unrestricted access to the private capital markets, helping to make the national mortgage 
delivery system workable in the short run and more efficient through appropriate structural change in 
the long run. It should also encourage a stable economic environment for homebuilding by reducing 
restrictions on the industry and terminating excessive regulation of land development and housing 
production. The free market would then be able to provide housing at lower prices and thereby make 
housing more widely available.” 


The Commission found that standards of housing adequacy have risen as the general standard of living 
for the Nation has improved. Acknowledging that several million people still undergo *‘a severe 
hardship’’ in terms of housing adequacy, it said that ‘‘a relatively small and steadily decreasing 
percentage of the housing stock is now inadequate — from about 50 percent in 1940 to less than 10 
percent in 1970.’’ The Commission said that, in general, the residual inadequacy of housing today is 
attributable to inadequate incomes rather than to the lack of available, adequate housing stock. 
**Government efforts to improve access to housing for the poor,”’ it said, ‘should emphasize measures 
to improve incomes and, where necessary, grants to pay for housing obtained in the private market.’’ 


In studying the housing affordability problem, the interim report said that many low-income renter 
families and many would-be first-time home buyers, particularly young families, often cannot afford 


suitable housing. The Commission found that renters with very low incomes are often forced to bear a 


heavy rental burden to be able to live in adequate or standard housing. In 1977, the report said, almost 
two-thirds of all ‘“very low-income”’ renters living in adequate housing paid more than 30 percent of 
their income for rent. A quarter of them paid more than 50 percent. In contrast, the report added, renters 
with higher incomes seldom have a serious rent burden. 


The affordability problem for the home buyer is also difficult, according to the report, which lists high 


prices as a major difficulty. Because of ever-increasing housing costs, high interest rates and the 
consequent high monthly mortgage payments, many younger home buyers are being forced to devote 
an unusually high proportion of their income to mortgage payments, the report said. The Commission 
has suggested that the affordability problem for home buyers can be made more manageable through 
appropriate financial deregulation, the continued development of alternative mortgage instruments, the 
reduction of excessive Federal, State and local regulation of land development and housing production, 
and community-based initiatives. 





Recommendations 


The recommendations made by the Commission were intended to offer an effective and efficient means 
of meeting the housing problems presently confronting consumers and the construction and finance 
industries. Of the three major concerns identified — availability, adequacy and afford- 

ability — the Commission said it believes that affordability is the most serious problem and 
recommended consumer-oriented housing assistance grants as the primary program for addressing the 
housing shelter needs of the poor. The program of housing assistance grants is consistent with the basic 
principles adopted by the Commission, the report said, and *‘recognizes the continuing role of the 
Government in addressing the housing needs of the poor, while at the same time it targets the scarce 
public resources for housing on those most in need, and directs those scarce resources toward people, 
not toward structures.”’ 


The group emphasized, however, that it also believes that problems of adequacy and availability merit 
national attention. It said that it is ‘‘ particularly concerned about local housing markets where shortages 
may inhibit the effective working of a housing assistance grant program.’’ These may include tight 
housing markets where an increase in the housing stock may be needed before assistance recipients can 
find decent housing; places where the stock of lower-priced housing may be physically inadequate to a 
disproportionate extent; or places where owners do not feel the incentive to be sufficient or are 
unwilling to upgrade substandard units in order to attract tenants with housing assistance grants. 


In the past, the report said, Federal resources have not been targeted efficiently to those most in need. 
Furthermore, it added, Federal Government programs have been formulated without recognition of the 
diversity of local housing situations and the wishes of the people most affected. Housing availability 
problems are best solved by those at the State and local level who know local market conditions, the 
Commission said. It added that it believes that a new Federal housing policy should include: 


@ reliance on the experience and flexibility of State and local agencies to finance and produce housing, 
including both rehabilitation and new construction; 


@ tax policies to encourage housing supply and preservation; 


© access for the private sector to the capital markets to insure the availability of mortgage credit and 
appropriate secondary mortgage markets; and 


® encouragement of private initiatives and programs dealing with the housing problems of the poor. 


In recommending consumer-oriented housing assistance grants for helping low-income families 
achieve decent housing, the Commission said that the grant system should replace future commitments 
to build additional units under Section 8 , Section 202, and public housing. It outlined approaches to be 
used in implementing the proposed housing assistance grant program: 


@ Eligibility should be limited to households with very low incomes (no more than SO percent of the 
area median income for a family of four) in order to target the assistance dollars to those with the 
greatest needs. 


@ The program should not be an entitlement program, open to all eligible households. Within the 
eligible income group, priority for assistance should be based on income and on such criteria as: living 
in inadequate housing, paying rent in excess of 50 percent of income or suffering involuntary 
displacement. 


e Recipients should be required to live in decent housing in order to qualify for assistance; but local 
quality standards, subject to basic national criteria, should apply because housing market conditions 
vary widely across the county. 


@ There should be no limitation on the share of their own income that subsidy recipients can choose to 
spend on housing. 





@ The payment formula should be adequate to enable subsidy recipients to obtain decent housing, but 
not so high as to drive rents up or enable recipients to live in better housing than unsubsidized, 
moderate-income households, unless the subsidy recipients choose to pay a larger than normal share of 
their income for rent. 


The system should include a substantial local support component for open housing and the enforcement 
of antidiscrimination statutes, including current Federal fair housing laws. 


Other Commission recommendations include: 


© New Construction Within the CDBG Program: The Commission recommends that new housing 
construction be added as an eligible activity for Community Development Block Grants in order to 
expand local decisionmaking flexibility. Additional funding, giving weight to local housing problems, 
that would enable localities to support this activity, would be desirable when budget circumstances are 
favorable. 


© Mortgage Revenue Bonds: The Commission has considered the following three options for State and 
local agency tax-exempt financing of housing: (1) Continue tax-exempt bonds as an instrument for 
financing new construction and rehabilitation with appropriate targeting, or (2) Withdraw tax- 
exemption on all such bonds and provide direct unrestricted Federal payments instead, in the form of a 
subsidy to make up the difference between tax-exempt and taxable yields, or (3) Offer bond-issuing 
agencies their choice of the alternatives of either continuing tax-exempt status for their bonds or 
switching to taxable bonds with a compensating direct unrestricted Federal payment to make up for the 
switch from tax-exempt to taxable status. 


The Commission said that many other important issues are on its continuing agenda which it described 
as ‘‘diverse and substantial.’’ The final report of the Commission is scheduled to be submitted no later 
than April 30, 1982. Copies of the President’ s Commission on Housing, Interim Report, are available 
for $4.50 each from the Superintendent of Document, U.S. Government Printing Office, Washington, 
D.C. 20402. 
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